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French National Accounts 


The French Commission on National Accounts, headed 
by Mr. Pierre Mendés-France, observes in its annual 
report to the Government that national output in real 
terms in 1953 was 3 per cent greater than in 1952, and 
that in 1954 it was 6 per cent above output in 1953. A 
further advance of 5 per cent is anticipated for 1955. 
The improvement in 1953 and 1954 was accompanied 
by price stability, and “the year 1955 should be charac- 
terized as another year of sharp expansion with price 
stability.” Steady progress was also made toward a re- 
duction of the payments deficit, and trade with foreign 
countries may be nearly balanced in 1955. 

Commenting on this situation, the President of the 
Commission stated that the increase in economic activity 
resulted, to a large extent, from an increase in wages 
which totaled 12.5 per cent in 1953 and 1954. It has 
thus been possible to achieve expansion and to maintain 
price stability while improving income distribution. Al- 
though investment in 1954 was 9 per cent greater than in 
1952, the increase was not general in all sectors. Housing 
increased by 32.5 per cent, and “civilian investment” of 
public authorities increased by 19.5 per cent. Industrial 
investment, however, increased by only 3 per cent. Thus, 
the President of the Commission remarked, the aggregate 
amount of investment was inadequate and its pattern 


Europe 
Sterling Area Reserves and Exchange Rates 


The gold and dollar reserves of the sterling area de- 
elined by $87 million in August, to $2,457 million, the 
lowest level in two years; in July, reserves had fallen by 
$136 million. Receipts of U.S. defense aid amounted to 
$4 million, while $38 million was paid to EPU in settle- 
ment of the July deficit. Hence, the deficit on “ordinary” 
gold and dollar transactions was $53 million, compared 
with $128 million in July. Transactigns with EPU in 
August resulted in a deficit of $78 million, which will 
involve a gold payment of some $59 million in September 
in view of the new gold-credit ratio governing EPU 
settlements. 


It appears that part of the decline in reserves may be 


attributed to the continued speculation against sterling. 
especially on European account. It should be noted that 
seasonal factors are adverse in August and the U.K. dock 
strike may also have affected export receipts. 


In the week ended September 3, the spot rate for ster- 


deficient. Furthermore, it was mainly in those sectors 
where investment had been directly stimulated by the 
Government that some progress was achieved. Spon- 
taneous private investment continued to lag behind the 
amount required to meet the objectives of the Second 
Modernization Plan, to increase productivity substan- 
tially and thereby raise the standard of living and in- 
crease exports. An encouraging development was that 
the trend of investment seemed to have become more 
favorable since the beginning of 1955. 

In a separate letter to the newspaper Le Monde on Au- 
gust 25, Mr. Mendés-France stated that it would be erro- 
neous to believe that the smallness of the amount of 
private investment in 1953-54 was due to government 
competition on the capital market. On this market, the 
major development since the end of 1953 has been the 
abundance of supply relative to the small amount of 
demand. “As long as various private firms will not make 
a change in their investment behavior—a change which 
is both welcome and possible—it will remain necessary 
to continue to stress the fundamental role of the State in 
investment policy.” 

Sources: Le Monde, Paris, France, August 9, 10, and 25, 
1955. 


ling against the dollar fell from $2.78 to $2.78'2. Secu- 
rity sterling was steady throughout the week at around 
$2.7814, 
transferable sterling. On September 7, 
New York was $2.78', 


which was well above the rate of $2.76. for 
the spot rate in 
and the rate for transferable 
sterling was $2.76'4 «. 

Sources: The Financial Times and The Economist, Lon- 


The Journal 
of Commerce, New York, N.Y., September 8, 
1955. 


Wages in the United Kingdom 


Figures released by the U.K. Ministry of Labor show 


don, England, September 3, 1955; 


that average weekly earnings in British industry in April 
were £9 2s. 3d. This represents an increase of 6 per cent 
(10s. 6d.) over October 1954 and 242 per cent over 
October 1938; the rise was steeper in terms of money 
than during any half-year period since 1947. 
The index of weekly earnings was 176 (June 1947 

100) in April, while the index of weekly wages was 152 
and the index of retail prices was 150. The index of 





earnings has risen more sharply than the index of wages, 
principally because of the growing shortage of labor. In 


order to attract labor from competitors, employers are 


offering more and more bonus payments, incentive pay- 


ments, and piece-rate increases. 

Average hours worked in April 1955 were 46.9, com- 
pared with 46.7 in October 1954 and 46.5 in October 1938. 
Sources: The Financial Times, London, England, Sep- 

tember 1, 1955; The Manchester Guardian, 
Manchester, England, September 1, 1955. 


Unemployment in Belgium 


Unemployment has been decreasing in Belgium since 
the spring of 1954, and in July 1955 the number of com- 
pletely unemployed amounted to 90,000, against 154,000 
in July 1954. According to an official survey, the number 
of unemployed more than 50 years of age represented 51 
per cent of the unemployed on May 15, 1955, against 46 
per cent on May 15, 1954 and 43 per cent on May 15, 
1953. 

Source: La Libre Belgique, Brussels, Belgium, Septem- 
ber 2, 1955. 


Belgian Highways Fund 


The Belgian Parliament has approved the establishment 
of a Highways Fund for a period of 14 years. The func- 
tions of the Fund will be to finance the building and 
modernization of state highways. It will be administered 
by the Minister of Public Works, and its resources will 
be provided by loans and an annual budget appropriation. 
The Fund is authorized to issue state-guaranteed loans 
for a total amount of BF 30 billion (US$600 million). 
Source: La Libre Belgique, Brussels, Belgium, Septem- 

ber 2, 1955. 


Effects of Monetary and Fiscal Measures in Norway 


Certain effects of the monetary measures taken in 
Norway last February (see this News Survey, Vol. VII, 
p. 263) became apparent during the summer months, 
and it is now quite clear that a tightening of the credit 
market has been achieved. This is the conclusion of a 
report published by the Central Bureau of Statistics in 
Norway. 

The transactions of the Government and the Bank of 
Norway during the first half of 1955 resulted in a NKr 500 
million net withdrawal of liquidity. The liquid assets 
of the private banks were reduced by one third, to 
NKr 740 million; of their liquid assets, NKr 520 million 
was in the form of demand deposits in the central bank 
and holdings of Treasury bills. The cash reserve require- 
ment made effective on February |, 1955 required the 
private banks to hold NKr 250 million in deposits in the 
central bank at the end of June. 
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The outstanding credits granted by the private banks 
declined in June for the first time this year. The increase 
in bank credit in the second quarter of 1955 was NKr 194 
million, compared with an increase of NKr 348 million 
in the same quarter of last year. 

Recent statistics indicate a slight reduction in invest- 
ment activity. Thus far it is not possible to determine 
the extent to which this is connected with the February 
monetary and fiscal measures. The Central Bureau of 
Statistics cites the following examples: During the first 
half of the year there was a reduction in construction, 
and in the second quarter there were signs in the building 
sector that imply a decrease in activity. Imports of 
machinery were substantially lower in the second quarter 
of this year than in the corresponding quarter last year. 
Production of investment goods also showed a relative 
decline. 

With regard to the prospects for the rest of the year, 
the Bureau stresses that, while crop output will be re- 
duced owing to the drought and investment activity may 
decline slightly, over-all production should be well main- 
tained. Domestic demand for consumption goods con- 
tinues high, and foreign demand for Norwegian shipping 
services is expected to be good. The freight market has 
shown a strong resistance to the seasonal summer decline, 
and certain freight rates, especially for trip charters for 
oil tankers, have risen sharply, compared with those in 
May and June. 

Source: Norges Handels og Sj@fartstidende, Oslo, Nor- 
way, September 1, 1955. 


Distribution of U.S. Aid Counterpart Funds in Norway 


The Norwegian Government and the United States 
have agreed that the NKr 89.4 million in unused counter- 
part funds received by Norway under the U.S. foreign 
aid program will be allocated as follows: defense pur- 
poses, NKr 50 million; productivity measures, NKr 15 
million; development projects, NKr 24.4 million. Funds 
for the various projects will be made available starting 
June 30, 1956. The agreement is subject to approval by 
the Norwegian Parliament. 

Of the total receipts of NKr 2,460 million in counter- 
part funds, NKr 2,370.6 million has already been used. 
The largest part, NKr 1,931 million, was used to pay off 
and to cancel money bills issued by the Germans during 
their wartime occupation of Norway. Other allocations 
have been NKr 325 million for defense purposes, NKr 86 
million for special investment projects, and NKr 28.56 
million to finance the Norwegian Productivity Institute. 

According to the government proposal, NKr 10 million 
of the money earmarked for defense would be used for 
projects already under way. The Norwegian Productivity 
Institute would receive NKr 10 million, including NKr 1 
million to continue training courses for trade union shop 
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stewards and production committee members, under the 
auspices of the Federation of Labor. Another NKr 3 mil- 
lion would be utilized to promote productivity in agri- 
culture, while allocations of NKr 500,000 each have been 
proposed to develop a master governor for automation 
of industrial processes, to equip the Material Testing 
Institute of the Norwegian Technological University at 
Trondheim, to assist the activities of the Norwegian Con- 
sumer Council, and to further the study of better com- 
munications. 

Proposed development allocations include NKr 10 mil- 
lion to expand harbor facilities at Vardg in the northern- 
most province of Finnmark; another NKr 10 million to 
survey ore deposits in the same province, principally the 
reportedly rich pyrite deposits near Kautokeino; and 
NKr 4.4 million to establish a vocational rehabilitation 
institute for North Norway and the Trgndelag provinces. 
Source: Norwegian Information Service, News of Nor- 

way, Washington, D. C., August 11, 1955. 


Sweden's Foreign Trade 


July was the first month this year in which Sweden's 
exports exceeded its imports. The surplus amounted to 
SKr 23 million (US$4.4 million), against SKr 15 million 
in July 1954. For the first seven months of 1955, there 
was a trade deficit of SKr 963 million ($186 million), or 
SKr 372 million more than in the same period in 1954. 
Imports in the seven-month period this year amounted to 
SKr 5,836 million, compared with SKr 5,130 million a 
year earlier, while exports were SKr 4,874 million, 
against SKr 4,539 million in January-July 1954. 

Of the increase of SKr 700 million in the value of 
total imports between the two periods, SKr 200 million 
was due to fuels, SKr 200 million to nonprecious metals, 
and SKr 150 million to machinery and means of trans- 
portation. Imports of coal and coke totaled 3.1 million 
tons, against 2.3 million tons last year; mineral oils (ex- 
cluding lubricating oils) amounted to 4.4 million tons, 
compared with 3.6 million tons a year earlier; and steel 
imports rose from 389,000 tons to 544,000 tons. This 
year, 65,099 motor vehicles were imported, compared 
with 49,723 last year, and the total cost of vehicles and 
spare parts imported rose to SKr 456 million, from 
SKr 387 million. 

Among exports, products of the forestry industry ac- 
counted for about SKr 200 million, or 60 per cent, of 
the total increase of SKr 335 million this year. Iron ore 
exports increased from 7.6 million tons to 8.1 million. 


Source: Svenska Dagbladet, Stockholm, Sweden, Au- 
gust 25, 1955. 


Increased Investment in West German Industry 


According to a survey prepared by the German Insti- 
tute for Economic Research, average gross investment 


83 


in West German industry, including investment by the 
Occupation Powers, during the period from mid-1948 to 
mid-1954 amounted to 21 per cent of the country’s gross 
national product. The percentage rose from 19.4 in 1949 
to 22 in 1954. The total value of the investments now 
amounts to DM 153 billion; investments in 1954 totaled 
DM 32.3 billion, compared with DM 15.4 billion in 1949. 

The share of the consumer goods industries in total 
industrial investment has decreased steadily since 1948. 
The share of the capital goods industries increased sharply 
during the period following the outbreak of the Korean 
war, and has remained steady since then. Investments of 
the third group studied in this survey, the basic materials 
industry (including the mining industry), at first increased 
more slowly than those of the capital goods industries; 
since 1952, however, they have increased not only abso- 
lutely but also relative to the other groups, which may be 
due in part to the Law for Investment Aid. 


Source: Deutsches Institut fiir 
W ochenbericht, 


1955. 


Wirtschaftsforschung, 


Berlin, Germany, August 5, 


Middle East 
Sterling Releases for Egypt 


An agreement signed recently by the United Kingdom 
and Egypt permits Egypt to transfer from the No. 2 
(blocked) Egyptian account £20 million per year between 
1955 and 1960, £10 million per year in 1961 and 1962, 
and the small remaining balance in 1963. Egypt has 
agreed to abolish the import entitlement system on ster- 
ling (and the deutsche mark), replacing it by increased 
import duties of 7 per cent on imports of goods other than 
raw materials, capital goods, and books and publications. 
The duty will apply to imports from all sources. At the 
same time, Egypt has given an undertaking that it has 
no intention of introducing any new currency measure 


discriminating against sterling. 


Source: The Economist, London, England, September 3, 
1955. 


Far East 
Indian Steel Production 


The Government of India will set up a third steel mill 
on the recommendation of the British Technical Mission 
which visited India last April. Other steel mills are al- 
ready under construction at Rourkela (Orissa) and 
Bhillai (Madhya Pradesh). The Mission in its report 
expressed the view that a plant with an ingot capacity of 
1 million tons would be technically sound and economi- 
cally profitable. Durgapur (West Bengal) and Sindri 
(Bihar) are generally considered suitable sites, the former 
being considered more advantageous. The factory will 
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cost approximately Rs 1.1 billion (US$231 million). In 
addition, provision will have to be made for building a 
township and for the plant’s operating costs. 

[he main products of the proposed steel mill will 
consist of medium and light sections, as well as billets for 
forging and rerolling and wheel tires and axles for rail- 
ways. It will also produce 350,000 tons of pig iron for 
sale. Broadly speaking, its output will complement that 
of the Bhillai mill, which will consist mainly of rails and 
heavy sections, and of the Rourkela mill, which will be 
entirely flat products, including plates and sheets. The 
Government of India has accepted a steel target of six 
million tons (installed capacity) by the end of the Second 
Five Year Plan. 


Source: Embassy of India, /ndiagram, Washington, D. C.., 


August 25, 1955, 


Indian State Government Loans 


Seven State Governments in India have announced a 
second issue of the recently closed 4 per cent State loans 
see this News Survey, Vol. VIII, p. 45). The total amount 
of the new loans will be Rs 117.5 million (US$25 mil- 
Andhra, Rs 20 mil- 
lion: Bombay, Rs 30 million: Madhya Pradesh, Rs 5 
million; Mysore, Rs 5 million; Saurashtra, Rs 12.5 mil- 
lion; Uttar Pradesh, Rs 25 million; and West Bengal. 
Rs 20 million. 


lion). to be apportioned as follows: 


The loans, which will be used to finance 
expenditures on State development programs, will be 
redeemable in 1967. Subscriptions will be received from 


August 30 to September 1. 


Source: Embassy of India, /ndiagram, Washington, D. C., 


August 25, 1955. 


Ceylon’s import Curbs 


Ceylon has ceased issuing licenses for the import of 
cotton shirts costing less than Rs 13.50 c.i.f., and for 
cotton and art silk banians, men’s vests, singlets, T shirts, 
and polo shirts of spec ified s1Zes. This measure followed 
a survey by the Industries Department of domestic man- 
ufacture of these items and of stocks of goods already 
imported, 


Source: Ceylon News. Colombo, Ceylon. July 28. 1955. 


Burma's Budget for 1955-56 


According to Burma’s Minister of Finance, Burma will 
have a deficit of K 190 million (US$40 million) in the 
fiscal year 1955-56 (ending September 30, 1956); the 
revised estimate for the fiscal year 1954-55 is K 191 
million. The new budget proposes increased excise duties 
on certain commodities, including petroleum products, 


sugar, domestic cigarettes. and soft drinks. No change 
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in income-tax rates is envisaged, but there will be a more 
liberal policy in regard to depreciation allowances in order 
to stimulate private investment. Expenditures on defense 
and social services are expected to remain at present 
levels. The Minister stated that the strictest economy and 
strenuous efforts to increase production were required 
if Burma was to overcome her present financial crisis. 
He indicated that the importation of consumer goods 
would be restricted in order to conserve foreign exchange 
reserves. 

Source: The Financial Times, London, England, Sep- 

tember 2, 1955. 


Loan to Thailand 


The Bank of America has agreed to grant a loan of 
US$13 million to Thailand for various projects in Bang- 
kok. The loan, which will bear interest of 244 per cent, 
is guaranteed by the Ministry of Finance. Of the total, $5 
million is to be used for widening and providing under- 
ground drainage, $3 million for tramway projects, $3 mil- 
lion for provincial electric and water supply facilities, 
and $2 million for the purchase of vehicles and vessels 
for use by provincial and district administrators. 
Source: The Bangkok Post, Bangkok, Thailand, June 30, 

1955. 


Indonesian Stock Exchange Activity 


Activity on the Djakarta Stock Exchange decreased in 
1954, the total turnover in securities amounting to Rp 200 
million (nominal value), compared with Rp 250 million 
in 1953. This was due principally to a decline in sales of 
the 3 per cent Republic of Indonesia Bonds 1950, which 
have always dominated the Stock Exchange, from a total 
of Rp 240 million in 1953 to Rp 180 million in 1954, A 
decrease in supply was the main reason for the reduced 
sales of these bonds. Quotations for the bonds rose from 
a range of Rp 39%4-Rp 55'% in 1953 to Rp 50-Rp 58% 
in 1954. (The nominal value is Rp 100.) A significant 
development in 1954 was the listing of the new 3 per cent 
15-year debenture bonds of Rp 100 million issued by 
the Bank Industri Negara (the National Industrial Bank), 
subscribed solely by nonresidents from their blocked 
rupiah balances. These bonds can be traded on both the 
Djakarta Stock Exchange and the Amsterdam Stock 
Exchange. The quotations on the Djakarta Stock Ex- 
change in 1954 ranged between 75 per cent and 85 per 
cent of the nominal face value. Another important de- 
velopment was that transactions were initiated in the 
prewar Netherlands municipal bonds quoted in the Neth- 
erlands currency, and also in three prewar government 
loans, namely, 34 per cent Netherlands Indies 1935, 
3 per cent Netherlands Indies 1937, and 3 per cent Neth- 
erlands Indies 1937 A. There was little activity in private 
securities in 1954, and there were no new ordinary issues 
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of either government bonds or equities, except a small 
issue for one large hotel in Bandung. 


Source: Bank Indonesia, Report for the Year 1954-55, 
Djakarta, Indonesia. 


United States and Canada 
U.S. Business Activity 


Business activity in the United States may be approach- 
ing a period of relative stability, according to the Monthly 
Letter of the First National City Bank of New York. 
Resources are almost fully employed, and the automobile 
industry is temporarily reducing its demands upon the 
economy during the period of model changes. Housing 
construction, one of the major forces supporting the high 
level of activity in the past year, may be reduced in the 
period ahead. Nonfarm housing starts in July were 
13 per cent below the April-May record figure. The de- 
cline was attributed to a voluntary tightening in mortgage 
credit. This would imply further reductions in housing 
construction, since the July figures reflected neither the 
July 30 restrictions on mortgage terms of the Veterans 
Administration and the Federal Housing Administration 
nor the general restraints on credit introduced in August. 
Despite these possible signs of a leveling off in business 
activity, new orders received by business in August were 
the highest for that month since 1950. 


Source: First National City Bank of New York, Monthly 
Letter on Business and Economic Conditions, 
New York, N. Y., September 1955. 


U.S. Interest Rates 


With credit conditions in the United States continuing 
tight during August, short-term interest rates rose further 
at the end of the month and in early September (see this 
News Survey, Vol. VIII, p. 55). Rates on commercial 
paper and on bankers’ acceptances were raised by 's per 
cent; the Department of Agriculture raised by ‘2 per 
cent (to 2% per cent) the rate allowed commercial banks 
for financing crop loans of the Commodity Credit Cor- 
poration; and three more Federal Reserve Banks in- 
creased their rediscount rates to 244 per cent. Yields on 
new 90-day Treasury bills, which had averaged 1.89 per 
cent on the issue dated August 11, rose steadily during 
the month, to 2.13 per cent on the issue dated Septem- 
ber 8. An underlying factor in these developments was 
the reserve position of commercial banks. During the 
four weeks ended August 31, member bank borrowings at 
Federal Reserve Banks averaged about $175 million more 
than their excess reserves; this deficiency compares with 
net free reserves (excess reserves greater than borrow- 
ings) of $120 million during the four weeks ended 
July 27. 

Sources: The Journal of Commerce, August 30 and Sep- 
tember 2 and 6, 1955, and The Wall Street 
Journal, August 31, 1955, New York, N. Y. 


U.S. Business Inventories 


Manufacturers’ inventories in the United States at the 
end of July were only $1 billion, or about 2 per cent 
higher than at their low point in September of last year, 
despite a 13 per cent increase in industrial production. 
Most of the increase in output has been sold, thus limiting 
the accumulation of inventories. The ratio of total in- 
ventories to total sales is now the lowest since early 1951. 
An exception to the relatively low inventory position is 
found in retail stocks of new automobiles. In mid- 
August, dealers had about 715,000 new cars on hand, the 
highest figure on record for that date and almost one 
fourth more than a year earlier. Used-car stocks are 
also at record levels. 

Source: The Wall Street Journal, New York, N. Y., 


September 2, 1955. 


Unemployment Compensation by U.S. Private Industry 


The Chrysler Corporation in the United States signed, 
on September 1, a new three-year contract with the labor 
union, providing supplemental unemployment compensa- 
tion to its workers as well as increases in current wages. 
Similar agreements were signed by the Ford Motor Com- 
pany and the General Motors Corporation in May and 
June. Under these agreements, all three major automo- 
bile producers are to set up trust funds into which pay- 
ments of 5 cents an hour will be made for each worker. 
Beginning in June 1956, payments from these funds will 
be made to workers who are laid off, the amounts to be 
adjusted so that, in conjunction with state unemployment 
benefits, total unemployment compensation for the work- 
ers involved will equal 65 per cent of their normal wages 
after taxes for the first 4 weeks, and 60 per cent for an 
additional maximum of 22 weeks. Since the average 
benefits under state unemployment compensation plans 
have been only about 34 per cent of normal wages after 
taxes, these private supplementary payments will nearly 
double the amount of unemployment compensation avail- 
able to employees of these companies. In addition to 
hourly workers, who will be covered by the plans of all 
three companies, the Chrysler plan will include salaried 


office workers and engineers. 


After reviewing various favorable and unfavorable 
comments on the Ford and General Motors plans, Pro- 
fessor Sumner Slichter of Harvard University concludes 
that the agreements will benefit economic stability and 
growth. “Such agreements, if widely adopted, would tend 
to concentrate production and employment a little more 
in the enterprises (large or small) which are most effi- 
cient, would stimulate in small measure the spread of 
automation (surely a desirable result), would add mod- 


estly to the resistance of the economy against recessions, 
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and would stimulate moderately the expansion of indus- 
try.”” On the other hand. Professor Slichter considers that 
the agreements do not give the country what it needs—an 
adequate system of unemployment compensation. Even 
if they should spread to the fullest practicable extent, 
they would reach only about one fourth of the workers 
now covered by government unemployment compensation 
schemes. The latter are inadequate in that the ratio of 
benefits to average weekly wages of covered employees 
is only about 34 per cent. President Eisenhower in his 
last economic report recommended that the coverage of 
these laws be broadened and that benefits be raised so 
that the great majority of covered workers would be 
eligible for payments amounting to half their regular 


earnings. 


Sources: The Wall Street Journal, New York, N. Y.. 
September-2, 1955; The Atlantic Monthly, Bos- 


ton, Massachusetts, September 1955. 


Credit Conditions in Canada 


The Canadian dollar deposits of Canada’s chartered 
banks increased by $667 million, to $10,255 million, from 
March through July 1955. In the equivalent period of 
1954 the increase was $119 million. Most of the expan- 
sion this year was due to an increase of $414 million in 
credit extended to the private sector, against a rise of 
only $10 million in 1954; bank holdings of Government 
of Canada bonds, which had increased by $171 million 
from March through July 1954, rose by $114 million in 
1955. Of the credit extended to the private sector, loans 
(other than day-to-day loans to investment dealers) ac- 
counted for $263 million of the increase this year, security 
holdings (other than Government of Canada bonds) for 
$104 million, and mortgages for $47 million. Figures 
covering the secorid quarter of 1955 indicate that more 
than half of the additional loans were made to installment 
finance companies and merchandisers; loans to financial 
institutions and individuals accounted for the greater part 
of the remainder. The increases in advances to farmers 
and contractors—in part seasonal—were largely offset by 
repayments by grain dealers and industrial concerns. 

In recent months, there has been a general hardening 
of interest rates. Tender rates on three-month Treasury 
bills rose from a low of 0.86 per cent in February to 
1.43 per cent at the end of July and 1.59 per tent on 
August 10. 


loans to investment dealers rose from 0.69 per cent in 


The commercial bank rate on day-to-day 


February to 1.11 per cent in July and 1.75 per cent 
toward the end of August. On August 5 the Bank of 
Canada increased its bank rate from 14% per cent to 
2 per cent (see this News Survey, Vol. VIII, p. 56). Long- 
term rates responded more slowly. From February through 
July, the yield on Government of Canada 3 per cent bonds 
maturing in 1961-66 fluctuated between 2.66 per cent and 
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2.74 per cent; by August 10, however, it had risen to 3.01 
per cent, the highest rate since July 1954. 


Sources: Bank of Canada, Statistical Summary, Ottawa, 
Canada, July 1955; The Financial Post, Toronto, 
Canada, August 27, 1955. 


Canadian Security Transactions 


Transactions in outstanding Canadian securities be- 
tween Canada and other countries during the second quar- 
ter of 1955 led to a capital inflow of $9 million; in the 
first quarter, there had been an outflow of $31 million. 
Sales of Canadian stock to nonresidents amounted to 
$58 million, while repurchases of Canadian bonds totaled 
$49 million. Both were in continuation of movements 
which had operated throughout 1954, but stock sales rose 
somewhat during the second quarter of this year, while 
bond.repurchases decreased considerably. New issues. of 
Canadian securities sold abroad fell sharply in the second 
quarter, and on balance there were net redemptions of 
$51 million, whereas in the first quarter there had been 
net receipts of $23 million; the change, however, marked 
a reversion to a trend that had emerged during the second 
half of 1954. Transactions in foreign securities led to 
a further outflow of $25 million, mainly on account of a 
$15 million issue by the International Bank for Recon- 
struction and Development (see this News Survey, 
Vol. VII, p. 295) and the acquisition by Canadians of 
U.K. stocks. There were further purchases of short-term 
U.K. securities by Canadian residents, but redemptions 
reduced their holdings from $75 million in March to $50 
million at the end of June. 


Source: Dominion Bureau of Statistics, Sales and Pur- 
chases of Securities Between Canada and Other 
Countries, Ottawa, Canada, June 1955. 


Inquiry Into Economic Future of Canada 


In June, the Canadian Government appointed a Royal 
Commission to inquire into the long-term prospects of the 
Canadian economy. Specifically the Commission is to 
study the supply of raw materials and energy; population 
trends; prospective growth and change in domestic and 
external markets; trends in productivity and living stand- 
ards; and capital requirements. In a recent speech, Mr. 
W.L. Gordon, Chairman of the Commission, discussed in 
detail the questions to be considered. Among other sub- 
jects, Mr. Gordon referred to prospective population 
changes in relation to capital needs; the possibility of 
maintaining a high level of employment and development 
independently of conditions in the United States; and the 
effects of nonresident control of Canadian industry and 
labor organizations. 

Sources: Department of Agriculture, The Economic An- 
nalist, Ottawa, Canada, August 1955; The 
Financial Post, Toronto, Canada,-September 3, 
1955, 
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Latin America 


Business Activity in Honduras 


Business activity in Honduras in the second quarter of 
1955 was markedly below the high level attained in the 
first quarter. The decline is attributed principally to the 
promulgation of the new customs tariff and the estab- 
lishment of credit restrictions in April. For the second 
quarter as a whole, production of bananas, Honduras’ 
principal export, rose significantly, although severe 
weather caused heavy crop losses in June. The volume of 
coffee exports, which had been below normal in the first 
quarter, increased in April and continued satisfactory in 
May and June. Although the 1954 coffee crop was larger 
than the crop in 1953, the price decrease was expected 
to result in lower exchange earnings from coffee exports. 
Preliminary estimates indicate that the fall corn harvest 
will be below normal because of the prolonged drought. 


Activity in the construction industry and sales of 
agricultural and other productive equipment have been 
generally satisfactory. Commercial prospects were bright- 
ened in June by the expectation of cuts in the tariff 
duties; on July 20, import duties were decreased consid- 
erably. 


Foreign exchange reserves rose from $22.3 million at 
the end of March to $23.1 million at the end of June, 
primarily because of income-tax payments by foreign- 
owned companies. Government revenues exceeded ex- 
penditures in the quarter, and this small cash accumula- 
tion, combined with credit restrictions in April, reduced 
money in circulation from L 70 million ($35 million) 
in March to L 64 million ($32 million) in June. 

The national budget for the fiscal year 1956, announced 
in May, amounted to the equivalent of $38 million, some 
$6 million higher than in fiscal 1955. About one third of 
the total budgetary expenditures were allocated for public 
works during fiscal 1956, the first year under the Gov- 
ernment’s five-year plan for economic development. 
Source: Department of Commerce, Foreign Commerce 

Weekly, Washington, D. C., August 29, 1955. 


Ecuadoran Regulations on Imports by Travelers 


Under an Executive Decree issued on August 3, trav- 
elers entering Ecuador will be exempt from customs 
duties on new personal purchases valued up to $150. For 
purchases whose value ranges between $150 and $300, 
consular fees and import duties will be levied, with a sur- 
charge of 50 per cent. For those in excess of $300, the 
traveler will have to present a consular invoice in ac- 
cordance with Article 159 of the Customs Law; lack of a 
consular invoice will automatically result in the imposi- 
tion of penalties prescribed in Article 74 of the same Law. 


Source: Fl Comercio, Quito, Ecuador, August 15, 1955, 


Rice Exports from Ecuador 


The Government of Ecuador on August 13 issued a 
decree authorizing exports of 200,000 metric quintals of 
rice through November 30 of this year. This will replace 
the quota authorized by Decree 971 of May 2, 1955, 
almost all of which has been exported. The recent action 
was taken since present reserves are considered sufficient 
for domestic consumption, and the new crop promises 
to be abundant. As of July 31, stocks on hand at the 
mills (piladoras) amounted to almost one million metric 
quintals. 


Source: El Comercio, Quito, Ecuador, August 13, 1955. 


Estimates of Argentine Gross National Product 


The Argentine Economit Affairs Sectetariat has pub- 
lished a study entitled Domestic Product and Income of 
the Argentine Republic for 1953/54, which was begun 
after the general census of 1947. It is the work of a group 
of experts, who utilized procedures followed in other 
countries. The data are presented both at current values 
and at constant values in 1950 prices. The data are 


provisional, pending further research. 


These preliminary compilations indicate that the gross 
national product at 1950 prices increased from 48.0 mil- 
lion pesos in 1945 to 65.9 million pesos in 1954, a 37 per 
cent increase, and that the growth in population in the 
same period was 22 per cent. (From 1953 to 1954 the 
increase in GNP was 4.7 per cent.) Consumption expendi- 
tures rose by 36 per cent, and gross domestic investments 
by 94 per cent. Net overseas payments dropped from 2.9 
million pesos in 1945 to 0.5 million pesos in 1954. The 
expansion in investments was mainly in expenditures on 
durable production equipment; investments in construc- 
tion dropped from 82 per cent of the total gross invest- 
ments in 1945 to 61 per cent in 1954. Inventory move- 
ments were erratic in the period as a whole. Gross 
domestic investments increased from 15 per cent of GNP 
in 1945 to 21 per cent in 1954, while consumption re- 
mained almost stable. The relative increase in invest- 
ments appears to have been due to a decrease in net 
overseas payments, which declined from 6.0 per cent of 
GNP in 1945 to 1.0 per cent in 1954. 


Source: The Review of the River Plate, Buenos Aires. 


Argentina, August 19, 1955. 


Other Countries 
Australian Wool Sales 


Wool prices in Australia during the first week of the 
1955-56 season, ended September 1, showed an average 
drop of 10 per cent, compared with prices in June 1955. 
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Compared with prices at the opening sales in September 
1954, the decline amounted to 20 per cent. 


Source: The Financial Times, London, England, Septem- 
ber 3, 1955. 


Economic Conditions in South Africa 


Gold production in South Africa during the first half 
of 1955 totaled 7,119,022 fine ounces, valued at £89.2 
million; this was an increase of 12.8 per cent in volume 
and 14.0 per cent in value over the output of 6,311,662 


fine ounces worth £78.3 million in the corresponding 


period of 1954. Orange Free State mines contributed 
almost 75 per cent of the total increase of 807,360 fine 
ounces, and new mines in the Transvaal provided about 
19 per cent. 

Owing to a sharp rise in the average yield of ore 
milled by Orange Free State mines, as well as to a slightly 
higher average basis of valuation, working revenue of the 
mines in this area increased from 55s. 7d. per ton in 
January-June 1954 to 73s. 9d. per ton in the first half of 
1955. Over this same period, working costs of the 
Orange Free State mines declined from 55s. Od. per ton 
to 5ls. 4d. 


mines rose from an average of 37s. 5d. per ton to 38s. 9d., 


Although working costs in the Transvaal 


the higher basis of valuation, together with a somewhat 
increased yield, resulted in an increased average working 
revenue for these mines also, i.e., 50s. 11d. per ton in 
January-June 1955, against 49s. 7d. per ton in the 
first half of 1954. The average number of natives em- 
ployed by the gold mines was 324,496 for the first half 
of 1955, considerably higher than the average of 305,233 
in January-June 1954. 

Aggregate sales of minerals other than gold, diamonds, 
and atomic materials rose to £17.1 million in January- 
April 1955, from £16.7 million in January-April 1954. 
Data on the production of atomic energy materials are 
not published, but their rising importance is indicated 
by the figures on exports of these materials, which were 
£9.9 million in January-May of this year, compared with 
£4.6 million in the same months of last year. 

Activity in the principal sections of the Union’s sec- 
ondary industry was satisfactorily maintained through the 
first half of 1955. 


348,000 short tons in January-March, was 5.5 per cent 


Domestic pig iron production, at 


above the figure for the first quarter of 1954. Current 
steel shortages are attributed to continued increases in 
demand. Deliveries of new cars from the automobile 
assembly plants remained generally slow, and in this 
sector also there was stil! « considerable margin between 
demand and supply. Production of tires continued at a 
high rate. Conditions in the clothing industries, however, 
remained rather difficult; competition, particularly in the 
market for cheaper lines, grew in intensity. In the foot- 


wear industry, turnovers reflect satisfactory totals, al- 


though output of factories in this industry is, in general, 
below capacity. 

The most recent estimate indicates that proceeds from 
the 1954-55 wool clip were £58.8 million, compared with 
£64.2 million in 1953-54. Merino wool has become in- 
creasingly important in the Union’s wool clip during the 
past few season; from 76.3 per cent of all wool sold in 
1949.50, the proportion of merino rose to 82.3 per cent 
in 1954-55. The maize crop of 1954-55 is estimated 
at 36.4 million bags of 200 pounds each, against 39.2 
million bags in 1953-54. Prospects for the wheat crop in 
South Western Cape Province as well as in the Orange 
Free State have brightened considerably because of im- 
proved weather conditions. Official experiments are being 
conducted to produce a summer wheat (hitherto wheat 
has always been a winter crop in South Africa). An 
exceptionally favorable season for the fruit growers is 
evidenced by the increase in exports of deciduous fruit, 
from 54,713 short tons in 1953-54 to 69,290 short tons 
in the past season. This season’s exports of citrus fruits 
through July 1, 1955 was 1,917,563 cases, only slightly 
below the figure for the corresponding period in 1954. 

The external trade of the Union and South West Africa 
showed an adverse balance (excluding movements of 
gold bullion) of £59.6 million in January-May 1955, 
compared with £47.5 million for the corresponding period 
of 1954. Foreign exchange and gold holdings of the 
Reserve Bank in the first half of 1955 fell from £127.7 
million to £120.6 million, but since then they have risen 
slightly. The widening of the trade deficit, which was 
the main cause of the decline in reserves, resulted from 
a rise in imports to £202.8 million in January-May of 
this year, from £184.5 million in the same period of 
1954; this more than offset an increase of £6.2 million 
in exports, to £143.2 million, in the first five months of 
1955. It is apparent that a large part of the increase of 
£12.1 million in the trade deficit has been met by the 
rise of £9.2 million in the value of domestic gold produc- 
tion over this period. 

Source: The Standard Bank of South Africa Limited, 
The Standard Bank Review, London, England, 
August 1955. 
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